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OPEC Extended Production Cuts:  Why Prices Fell
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Third	Deflation	of	the	OPEC	Expectation	Premium	in	2017	

The OPEC	Expectation	Premium

Source:		EIA,	Bloomberg	&	Labyrinth	Consulting	Services,	Inc.
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OPEC’s Goal: Keep a Floor Under Oil Prices Without Helping Competition Too Much
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Oil	Markets	Continue	Testing	$55	Ceiling	&	$45	Floor

NYMEX
Futures	

Price	(LHS)

Oil-Price	
Volatility	Index	(RHS)

$62	

$55	Per	Barrel	Ceiling

Source:		EIA,	CBOE,	Bloomberg	&	Labyrinth	Consulting	Services,	Inc.

OPEC	"Freeze"	
Proposed

Feb	2016

$43
OPEC	Cut

Nov	2016	

$26
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Oil traders Began Unwinding Long Positions in February
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Reasons for Lower Oil Prices
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Reasons for Lower Oil Prices
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U.S. Production Concerns Are Real
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Increased	Tight	Oil	Well	Completions	in	2017
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Comparative Inventory Indicates $45/Barrel Price for Brent and WTI
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Inventory Data and Forecasts Suggest Increasing Stocks in 2018 for OECD
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Capital Markets & Central Bank Policies Will Keep Production Strong & Prices Low
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Oil & Gas Company Return on Capital Employed

Oil & Gas Company Stock Performance

Major Price Spike Sometime in the Next 5 Years
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Oil Markets in Early Recovery From Oil Price Collapse:  Energy = Economy
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GDP	Generally	Increases	When	Oil	Prices	Are	Low	
and	Is	Flat	When	Oil	Prices	Are	High	

Oil	Price

GDP

GDP 5	Yr	

Moving	Avg

Source:	World	Bank,	EIA,	U.S.	Bureau of	Labor	Statistics	&	Labyrinth	Consulting	Services,	Inc.
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U.S. Debt and Tight Oil
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July 1, 2014 WTI Term Structure
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February 11, 2016 WTI Term Structure
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May 24, 2017 WTI Term Structure
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December 2020 Delivery Contract


